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Management 


REVIEW 





W Hat goes on in the minds of workers? 
It is a common tendency among em- 
ployers to think they know-.the answer to 
this question. But are they right? Such em- 
ployers form their judgments on the basis of 
what they see, and workers’ real reactions 
are often quite different. 

A company may have a highly constructive 
and forward-looking policy on labor matters, 
and it may have an excellent industrial re- 
lations department manned by the best skill 
available. Yet mere possession of the policy 
and the instruments with which to execute 
it is no guarantee to the company that its 
labor conditions are all they should be. How 
are you going to find out what they are? By 
asking the workers themselves—by getting 
down to the grass roots. 

Now, how does labor, as a national fac- 
tion, like the farmers or business men, look 
on current national. issues? Fortune mag- 
azine investigated this question and used the 
grass-roots method. It got the answers. Into 
these answers can be read a world of pro- 
found meaning. Abstracted on page 274 
(Labor Weighs the Issues). 


THE house organ of the Harry Hopf or- 
ganization, Net Results, reports this 
month (this will jolt a host of philosophy 
students) that an engineering college gradu- 
ate is 30 times as likely to be an officer in 
American industry as is the graduate of a 
non-technical college, and 44 times as likely 
as is the’ non-college man. The engineering 
man appears to hold the rail position for 
just about every key job that the average 
company affords. See page 280 (Is Success 
Easier for Engineers? ). 


PTITUDE tests for salesmen—will-o’-the- 

wisp or genuinely scientific technique of 
selection? While such tests have really 
worked for some concerns, they are success- 
ful only as one device when used with care 
by specialists—they are not the magic key to 
the problem. For an excellent discussion of 
good technique, see page 298 (Aptitude 
Tests as Guides for Promotion). 
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General Management 


Labor Weighs the Issues 


HAT farm hands and factory 

labor think about a great num- 

ber of things has been ex- 
plored, during the past five years, by 
Fortune’s Survey of national public 
opinion. On most matters labor has 
been found to be relatively conserva- 
tive, not far to the Left of the general 
public, confident of its own economic 
future, and quite lacking in any well- 
developed proletarian class-conscious- 
ness, 

In its latest instalment, the Survey 
has brought its focus to bear exclusive- 
ly upon the workers whose upper 
brackets are the “semi-professional” 
people, such as musicians, teachers, 
and social workers (many of whom are 
identified with the labor movement), 
and whose lower brackets are the farm 
hands and domestic workers, the un- 
employed and the WPA clients. Analy- 
sis of their answers shows that on na- 
tional issues there is such a collective 
factor as “labor opinion.” For exam- 
ple, on test questions it was found that 
a majority of the workers in every 
classification want the election next 
fall of a candidate who will preserve 
the New Deal more or less intact. And 


those majorities among non-white-col- 
lar workers would prefer Roosevelt to 
anyone else. On questions directly con- 
cerning labor itself, however, the dif- 
ferences between classes of workers are 
just as wide as those between the rich 
and the poor on many an issue. 

In October, 1935, the Survey pub- 
lished its finding that a slight majority 
of people with opinions believed that 
labor was fairly treated in this coun- 
try; factory labor dissented by a vote 
of about 50 to 40 per cent, and farm 
labor by 63 to 24 per cent. The latest 
sampling reveals a significant modera- 
tion in labor opinion. Very few take 
any extreme view of employers, and 
actually on three counts—hours, work- 
ing conditions and pay—more than 
half of the employers are credited with 
fair dealing. On the score of collec- 
tive bargaining, the balance of opinion 
is slightly against the employers. 
Labor’s most decisive indictment of 
its bosses is on the grounds of unfair- 
ness in making promotions; over 40 
per cent of the workers believe that less 
than half the employers are fair con- 
cerning promotions. 

Occupational breakdowns of the 


For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 


274 


The Management Review 











CO DR = | HS DS tts 


ode wD ee 


tl 
S. 








answers are revealing. Among non- 


Classified by size of establishment in 


white-collar workers, on every count which they are employed, workers show 
. but one, approval of the employers very small differences in their attitude 
‘ runs highest among railway workers. toward employers. 
The exception is on the score of collec- Almost 60 per cent of those queried 
- tive bargaining, where mineworkers endorse unions wholly or qualifiedly, 
lead in paying tribute to the bosses. while 25 per cent believe they are 
With an aggressive mineworkers’ needed only in some situations. Nine 
union, this is probably a rather back- per cent believe unionism does more 
handed compliment. Most generally harm than good. Since about two- 
satisfied with labor’s lot are the white- thirds of United States labor is unor- 
ol- collar workers, ranging from office ganized, this majority approval of 
to workers and salesclerks to semi-profes- unionism is impressive. The largest 
n- sionals. Farm hands and domestic majorities endorsing unions unquali- 
if- workers have the fewest opinions on  fiedly are: mineworkers, 60 per cent; 
re collective bargaining, naturally; and _ railroad workers, 58; building workers, 
ch both reveal the peculiar condition of 46.4. And the larger the size of the 
their servitude by an inclination to be establishment in which workers are em- 
b- satisfied with pay and working con- ployed, the stronger the feeling that 
ity ditions. unions are necessary. 
vat Geographically, employers are the Members of the two major union 
in- most highly regarded, on most counts, groups are inclined to believe in picket- 
ote on the Pacific Coast and in the South- ing, but not at all by clean majorities. 
rm west; they are most condemned in the Independent and unorganized workers 
est Southeast and, on promotions, in the —indeed the bulk of United States 
ra- highly competitive Northeast and in labor as a whole—evince great lack of 
ike the Mountain States. Members of the faith in the picket line as an effective 
ind C.1.0. blame the bosses most on every method of protest. Only one-fifth of 
rk- score, while members of the A.F.L., in- the workers approve picketing without 
ian dependent union members, and non- qualification. Fortune, June, 1940, p. 
‘ith union workers think remarkably alike. 59:6. 
lec- 
ion 
a That British Sangfroid 
air- WE doubt if filling out forms and reports will ever again get in our hair after 
reading the following in The Advertisers Digest: 
40 “In anticipation that factories and printing works in the Midlands will be 
less bombed sooner or later, the British Government sent 10 sets of the same bombing 
report forms to hundreds of factories. One printer sent back two sets and wrote 
On a letter to the District Council saying: ‘I have sent back two sets of your 
forms, as my works employ only 120 people and cover less than a half acre. I 
a consider that there will not be anybody left here after we have been bombed 


eight times, and therefore it is no use wasting the other forms,’ ” 
—Current Packaging 7/40 
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Immediate Problems Related to Defense 


MONG the problems that indus- 
try must face in the coming era 
of defense, the following are of 

such widespread significance and ap- 
plication that they merit the thought- 
ful study of all operating executives. 


Foreign-Born Employees 


It is essential that common sense, 
sanity and tolerance prevail in the at- 
titude toward foreign-born workers. 
The working force of many companies 
includes employees who were born in 
countries immediately affected by the 
war in Europe. Many of these have 
become naturalized citizens; some 
have not, often through no fault of 
their own. This multi-racial character 
of the American labor force creates 
problems calling for wise administra- 
tive policy, to promote unity and com- 
plete adherence to American demo- 
cratic principles instead of emphasiz- 
ing racial differences. Company man- 
agements will recognize a responsi- 
bility to promote a spirit of fair play 
within their organizations. 

Foremen have a particular responsi- 
bility to discourage racial discrimina- 
tion, not only in their relations with 
other foremen in the company but in 
setting the standard in their depart- 
ments. As key men directly supervis- 
ing the rank and file, they should allay 
rather than intensify racial antagon- 
ism; while they should be alert and 
observant, at the same time they 
should avoid discrimination and dis- 
courage any attempt to make foreign- 
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born employees the victims of perse- 
cution, whether jokingly or in earnest. 

There is a tendency at present to go 
to extremes in refusing employment 
to so-called aliens. Some companies 
are weeding out from their payrolls 
all who cannot produce evidence of 
their American citizenship and are re- 
questing all applicants for employ- 
ment to prove their citizenship. 

Is this really wise and farsighted? 
In the first place, citizenship is no 
guarantee of loyalty. Experience 
abroad has shown that some of the 
most dangerous members of fifth col- 
umns have been native-born citizens 
considered above suspicion in the 
countries they have betrayed. It is 
also a known device of the promoters 
of subversive doctrines to have their 
most effective agents acquire citizen- 
ship to remove suspicion from them 
and permit them to operate unham- 
pered by observation or restraint. 

This does not mean that company 
management should not use every pre- 
caution to assure themselves of the 
character and trustworthiness of aliens 
now on their payrolls and of those 
considered for employment. Many 
managements have thought it wise to 
take a citizenship census of their em- 
ployees to determine who are citizens 
and who are not. One effect of this 
has been to stimulate applications for 
citizenship. A careful but unobtrusive 
investigation is made of non-citizens, 
often supplemented by personal inter- 
views with these employees in order 
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to establish their standing in the com- 
munity and their status as dependable 
employees. This information is help- 
ful to management and, if occasion 
arises, can be turned over to govern- 
ment officials for inspection to estab- 
lish the plant’s availability for gov- 
ernment work. 


Plant Protection 

At a time such as this it is necessary 
to take special precautions against the 
presence of unauthorized persons in 
manufacturing plants. Various de- 
vices, such as badges with the em- 
ployee’s photograph or identification 
cards, are in use to enable those re- 
sponsible for policing the plant to rec- 
ognize employees and others whose 
presence in the plant or in particular 
areas is authorized. An effective way 
to tighten the policing of the plant 
has been to impress on foremen their 
responsibility for accounting for the 
presence in their departments of any- 
one not known to have legitimate busi- 
ness there. 

In general, it seems desirable that 
any system of identification be simple 
and inconspicuous and adapted to 
local plant conditions, rather than 
complicated and irritating. For in- 


stance, a good system is one by which 
a stranger entering the plant is 
promptly recognized as such and is 
courteously conducted to the General 
Manager’s office. 


Pressure from Customers 


Some companies in placing orders 
or making inquiries are specifying that 
they must be assured that work on the 
order will be performed by a force 
that is composed 100 per cent, or at 
least 90 per cent, of American citi- 
zens. This requireinent is probably 
due to a desire to be protected in case 
the LaFollette Civil Liberties Bill is 


enacted. 


Unless and until the government 
makes such a procedure mandatory 
on work connected with the national 
defense program, it is very question- 
able whether it should be insisted on. 
Companies are already known to have 
declined orders rather than meet this 
requirement. So long as a company 
can give assurance that it is comply- 
ing with all government requirements 
and regulations, this should be satis- 
factory to customers. By Harotp F. 
Browne. The Conference Board Man- 
agement Record, July, 1940, p. 81:3. 


What To Do About Sabotage 


the United States can, with a 
few ounces of carborundum 
dust, do thousands of dollars worth of 
damage with little danger of getting 
caught. During the last war “plant 


\" man in almost any factory in 


August, 1940 


accidents” were common occurrences, 
yet very few persons were caught and 
punished. Today we are again facing 
a period of rearmament, and again we 
must take suitable precautions. 
Essentially the answer to the sabo- 
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tage problem is simply to know your 
men. “Our organization,” states P. 
W. Conrad, president of the Automatic 
Electric Company, “builds up foremen 
as key men to act as intermediaries be- 
tween management and our personnel.” 
This is not a new idea by any means, 
but a system which many concerns 
have been using profitably for a num- 
ber of years. 

Since the war and the recent rearma- 
ment program, most companies have 
tightened up considerably on citizen- 
ship requirements. 

Checking applicants by telephone 
appears to be the latest and most sig- 
nificant trend. Personnel men are 
more willing to exchange information 
about applicants by phone than by let- 
ter, because this method obviates the 
danger of libel. In Michigan recently 
a concern was sued for libel and lost 
because of a letter sent to a prospec- 
tive employer. If you have the slight- 
est doubt, a telephone conversation 
should suffice to settle it. 

Character references are not re- 
garded as reliable. Most application 
forms are filled out accurately, but this 
accuracy can be maintained only if 
personnel men make it a practice to 
check all references before hiring. 
Nonetheless, about one in 500 will 
falsify an application. 





The following steps should prove an 
effective procedure in preventing 
sabotage: 

1. Make a new check of all em. 
ployees, with special attention to 
aliens. Be sure that some trustworthy 
supervisor or executive knows consid- 
erable about the habits and affiliations 
of every alien. 

2. Call in a lighting expert and 
light every entrance and exit to your 
premises so that each can be surveyed 
and controlled by a guard standing in 
the dark. 

3. Keep a written record of every 
visitor to plants and offices. Instruct 
every gateman to call an executive 
when in doubt about any visitor. 

4. Surround your property with 
high, tight fencing, and if practicable 
have only one entrance and exit. 

5. Do not wait until you receive a 
government contract to begin this pro- 
tection. Saboteurs may not be too 
particular whose property is marked 
for destruction or damage. 

6. Check fire-protection devices, 
and be careful to increase fire-protec- 
tion equipment if it appears inade- 
quate. Hold fire drills and issue writ- 
ten instructions to key men concerning 
fire prevention. 

American Business, August, 1940, 
p. 34:4. 





> WOMEN, it seems, prefer music with their work, and they like their music 
“swung.” For the past five years, some 175 women coil-winders in the motor 
division of the Westinghouse East Pittsburgh works have used a phonograph 
loudspeaker device to broadcast recorded music during the middle hours of the 
morning and afternoon. The selections played are chosen by the hearers. They 
are currently favoring “Oh, Johnny, Oh!” and “The Woodpecker Song.” 
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Office Management 


Simplifying Clerical Payrolls 


OST payroll departments have 
found their task greatly com- 
plicated by the need of making 

payroll deductions required by the 
Government and other deductions for 
insurance and savings plans of various 
kinds which are currently popular. 
Special machinery and printed forms 
are on the market to relieve this con- 
dition, but at best they only make the 
work easier and do not decrease it. 
Furthermore, an individual company 
may pay its salaried employees on 
various bases—weekly, semi-monthly 
and monthly—which necessitates as 
many as 76 payrolls a year, each to be 
figured exactly as to deductions. 

On the other hand, many employees 
who are paid weekly must meet certain 
expenses on a monthly basis; thus 
they are obliged to put aside a certain 
sum each week if their bills are to be 
paid regularly. Such saving and ac- 
cumulating is too often neglected with 
embarrassing results. 

Taking these factors into considera- 
tion, and feeling that a concern could 
help its employees save the necessary 
amounts from their weekly pay to meet 
their monthly bills promptly, one com- 
pany has worked out a monthly pay 
plan which has simplified its whole 
payroll procedure. 

In notifying the personnel of its 
intention to reduce payrolls to 12 a 
year, the company stated: 
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Realizing that this might cause you some 
inconvenience, we will arrange to advance 
to you each week, if you wish, a set 
amount. Then, at the end of each month, 
we will give you a check for your total 
pay for that month, less any deductions 
for Social Security, insurance or other 
items, and less the amounts we have ad- 
vanced you weekly during the month. 
The maximum weekly sum to be 

paid any employee was arrived at by 
converting the weekly rate to a monthly 
rate, then making the total regular de- 
ductions from the monthly pay, divid- 
ing the net amount by five (since some 
months contain five paydays), and 
evening off to the nearest dollar. How- 
ever, employees were urged to take less 
than this sum, so that their monthly 
pay checks would at least cover their 
monthly items of expense. Forms were 
supplied them on which they indicated 
the amount of the advance they wished 
to receive. 

In operation, the paymaster com- 
piles each week a memorandum pay- 
roll covering the advances that are to 
be made for that week. This, of course, 
is quite simple, as there are no deduc- 
tions to be made on it and the amount 
paid to each person is in even dollars. 
At the end of the month the paymaster 
makes up one company payroll for 
all salaried employees, showing the 
amount of pay due each person per 
month and the total deductions. A 
check is then issued to the employee for 
the net balance of his salary. Since this 
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check shows the employee the total 
monthly salary due him and all de- 
ductions, it fulfils the requirements 
of the Social Security Act. 

This plan leaves the company with 
only one payroll per month to be con- 
sidered for its accounting records or 
to be audited by the various govern- 
ment agencies or insurance companies. 





It obviates any adjustment entries at 
the end of the month covering prepaid 
salaries or salaries accrued. While the 
procedure has thus far been applied 
only to salaried workers, it might be 
possible to apply it in whole or in 
part to hourly-paid or piecework em- 
ployees. By D. F. Secorp. The Con- 
troller, July, 1940, p. 254:2. 


Is Success Easier for Engineers? 


A LARGE number of engineering graduates ultimately find themselves in posi- 

tions of major executive or administrative responsibility. Years ago Robert 
Spahr, director of the General Motors Institute of Technology, made a survey 
of about 500 typical industrial companies in the United States, involving a total 
of about 54,000 officers. In a recent study of engineering opportunities, R. W. 
Clyne combines Dr. Spahr’s figures with facts: from the census to reach these 
striking conclusions: Five per cent of our male population between the ages of 
27 and 67 have had a college education, and 13 per cent of college men attended 
engineering or technical colleges. A college man is 18 times as likely to be presi- 
dent of an industrial company as is a non-college man. He is 12% times as likely 
to be treasurer, twice as likely to be in charge of production, 18 times as likely 
to hold a responsible engineering post, and 12 times as likely to be a sales official. 
Taking all offices together, the college man is seven times as likely as the non- 


college man to attain such rank. 


Mr. Clyne tells us also that the engineering college graduate is 12 times as 
likely to be found in a presidential position as the man who attended a non- 
engineering college. He is five times as likely to be treasurer, 30 times as likely 
to be in production, 174 times as likely to be in engineering, and 24 times as likely 


to be a sales official. 


Summarizing the figures, the engineering college graduate is 30 times as likely 
to be an officer in American industry as is the graduate of a non-technical college, 
and 44 times as likely as is the non-college man. 


—Net Results 8/40 


Awards Improve Attendance Records 


[‘ 1928, when two Jewel Tea Company (Barrington, Illinois) employees achieved 
perfect attendance records—no absences and no tardiness, except because of 
company business—they were awarded $25. Each subsequent year, more and more 
employees have piled up enviable perfect attendance records, with a cash award 
as an incentive, until in 1939, 60 out of 85 eligible plant employees and 43 out of 
101 eligible office employees earned the $20 award which is now regularly given. 
They also enjoyed a turkey dinner in the company cafeteria at company expense. 

In order to provide an incentive for those whose records become imperfect 
during the year, an award is made consisting of two theatre tickets to each person 
in the unit having the best attendance record for the year. The winners may 
choose the show they wish to see, according to C. L. Stivers, office manager, who 


inaugurated the plan. 
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Layout for Maximum Production 


SUALLY, as an office grows in 

size, changes are made to fit 

the needs of the hour without 
regard to the office as a whole or the 
requirements of the future. A poor 
arrangement of the departments of the 
office will cost much more in low pro- 
duction through the waste of time, 
space and energy than the expense of 
rearranging it efficiently. 

Time is a major factor in office op- 
eration, and it is obvious that the 
shorter the path the work has to travel 
for its completion, the sooner it will 
be accomplished. W. H. Leffingwell 
once suggested that, at intervals of one 
hour each day, the office manager make 
a note of the number of people who 
are walking around. He suggested 
that this be done for one week. If 10 
per cent or more of the staff are on 
their feet at any one time, he suggested 
that the layout of the office should be 
revised. 

In every office there are many vari- 
eties of work. However, there are 
certain dominant routines. Naturally, 
these routines involve the greatest 
number of people and will be seri- 
ously affected by the efficiency of the 
layout. One method of classifying the 
routines and thus determining the flow 
of work is to count the people who 
work exclusively on the major routines. 
Also count the number of people who 
spend part time on these routines. By 
calculating the time involved, it is pos- 
sible to determine which routines are 
most important. 
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The type of work done in some de- 
partments does not ordinarily lead to 
a straight-line flow. The mail depart- 
ment is an example. In the morning 
this department must sort, open and 
route the incoming mail. In the after- 
noon it must sort, enclose, seal and 
stamp the outgoing mail. The work, 
therefore, cannot be. on a definite 
straight-line basis. However, the de- 
partment should be so located that it 
can best serve the many departments 
of the office. In this type of depart- 
ment, consider (1) if location is best 
for the purpose of the work; (2) if it 
is conveniently located for all other 
departments; (3) if it is satisfactory 
to other departments, or if factors such 
as noise, etc., would interfere with 
other departments. 

Select the departments that have the 
greatest frequency of contact and place 
them near each other. For instance, 
the credit and collection departments 
should be near the bookkeeping sec- 
tion. The files, mailing and transcrib- 
ing departments should be located as 
closely as possible to the departments 
they service. 

In the placement of individual clerks, 
the line-of-flow principle should also 
be followed. As far as possible, they 
should be so placed that the work may 
be handed from one desk to another. 
Those having contact with the public 
should be located near the entrance 
of the office to avoid disturbing other 
clerks. Of course, this problem de- 
pends on the peculiar needs of the 
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individual office and should be so con- 
sidered. 

Within reason, the equipment of 
the office should be uniform. The 
desks should be arranged in a logical 
manner. If the equipment is standard- 
ized as to the size of desks, etc., this 
greatly facilitates the changing of the 
layout when necessary. 

After the flow of work is determined, 
the new layout can be outlined. In 
planning a new arrangement, or chang- 
ing an existing layout, a floor plan, 
drawn to scale, is essential. Before a 
single piece of furniture is moved, the 
entire operation should be checked by 
using a scale drawing and placing 





templets on it. Thus the new arrange- 
ment can be completely worked ow, 
approved by all the supervisors in- 
terested, and used as a guide when the 
actual move is made. 

To aid in the determination of the 
location of the various items of furni- 
ture and equipment, it is wise to chart 
the flow of work. This can be done 
by drawing lines across the floor plan 
to denote the path of the work. This 
will indicate quickly the departments 
and desks which should be placed ad- 
jacent to one another. By A. E. Sanz- 
ENBACH. Proceedings of the National 
Office Management Association: 1940, 
p. 56:2. 


Compensation Warrant Plan 


THE Package Machinery Company, of Springfield, Mass., is one of the nation’s 
“little” businesses that has proved the practicability of a comprehensive 


employee-relations program. 


An outstanding feature of this company’s program is the Compensation Warrant 





Plan, introduced in 1926. Operation of the plan is simple: For each year of 
service every one of the company’s 350 employees, regardless of position, receives 
a warrant that has the earning power of two shares of common stock as dividends 
are declared. In addition, the warrant carries with it $100 in life insurance paid 
for by the employer. 


At the end of the first year of the plan, employees received $1,740. In 1931 
they received $18,611. The company has paid out a total of $132,000 in dividends 
to employees to date, and has in force about $250,000 in life insurance. The 
employees have received as little as $2.50 and as high as $16 per year per warrant. 


As a result of the plan, labor turnover has been reduced to an absolute minimum. 
Profit-consciousness and a strong personal interest in the company’s welfare have 
been developed, since each worker realizes that warrant payments depend entirely 
upon the ability of the company to make profits. Cooperative spirit and effort 
are stimulated. Employees watch constantly for waste, and experiment to find 
better work methods. 








AMA OFFICE MANAGEMENT CONFERENCE 


The Office Management Conference of the American Management 
Association will be held on Thursday, Friday and Saturday, October 
24-25-26, at the Hotel Roosevelt, New York City. 
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Personnel 


Salary and Bonus Plans for Department Heads 


HE 1940 American Business sal- 

ary survey presents some signifi- 

cant facts on the compensation of 
sales managers, controllers, credit man- 
agers, office managers and factory 
superintendents. 

The study shows that sales manag- 
ers, or vice presidents in charge of 
sales, are the next highest salaried exec- 
utives after the presidents, executive 
vice presidents, secretaries, and treas- 
urers. The largest group of sales man- 
agers falls within the salary brackets 
of $2,500 and $4,999 a year, this 
bracket including 41.5 per cent of all 
sales managers whose salaries were re- 
ported. More than half (59 per cent) 
of this group receive bonuses. The 
next largest group is composed of men 
drawing from $10,000 to $15,000 a 
year, and this group includes 22.7 per 
cent of all sales managers included in 
the study. Of this group, 33.3 per 
cent receive some kind of bonus in 
addition to their salaries. Only 3.8 
per cent of all sales managers whose 
salaries were reported in this study 
receive more than $15,000 in annual 
salaries, and half of them receive a 
bonus. 

Only 21.9 per cent of the companies 
participating in this survey reported 
the office of controller as a separate 
job. The largest group of controllers 
reported is paid between $6,000 and 
$7,999-—28 per cent of all reported 
controller this 


salaries falling in 
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bracket. In the $3,000 to $4,999 
bracket we find exactly one-fourth of 
all controllers, and another fourth in 
the $5,000 to $5,999 bracket. But it 
must not be assumed that $8,000 is 
about tops for controllers, for 21.4 
per cent are paid between $8,000 and 
$12,000 a year. As a rule, controllers 
do not share in bonuses as frequently 
as other executives, for only 14.3 per 
cent of them are included in bonus ar- 
rangements of one kind or another. 

Salaries of factory superintendents 
vary greatly. The top bracket of $15,- 
000 and above includes only 1.9 per 
cent of factory managers reported. The 
biggest group of factory managers falls 
into the salary brackets between $3,000 
and $3,999, and includes 24.3 per cent 
of all reporting. Next biggest group 
is the next highest bracket, $4,000 to 
$4,999, which accounts for 17.5 per 
cent of all whose salaries were re- 
ported. It must be remembered that 
this study undoubtedly includes many 
where the 
problem is relatively simple, with no 
technical or extremely difficult proc- 
esses to supervise. 

Factory superintendents fare very 
well in the matter of bonuses, with a 
total of 28.1 per cent of all the com- 
panies cooperating in this report pay- 
ing factory superintendents some kind 


factories manufacturing 


of bonus. 
Almost one-third of the office man- 
agers are paid between $3,000 and 
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$3,999 a year, the exact figure being 
34.7 per cent. Only 10.2 per cent are 
paid $5,000 and upward, while 18.4 
per cent of them are paid $4,000 to 
$4,999 annually. The office managers 
are another group of executives who 
are less frequently remembered at 
bonus time, although they do better 
than the controllers, 22.4 per cent of 
them being present each year when 
the bonuses are passed around. With 
the increasing demand for more ac- 
curate accounting, for more reports for 
governmental purposes, and a constant 
increase in paper work in most offices, 
it seems likely that the office manager 
will have to have more financial recog- 
nition than he has had in the past. 
Another class of executives who do 
not fare so well is the credit managers. 
Nearly one-fifth (19.6 per cent) are 


Seniority Practices 


HE Merchants’ Association of 

New York recently requested 372 

employers located in New York 
City to furnish specified information 
concerning their experiences in “seni- 
ority practices.” These concerns each 
employ about 75 individuals or more 
and in general are larger companies 
in the area. A total of 124 employers, 
or 33.3 per cent, replied to the request 
for information on several aspects of 
this subject. 

Employers were asked whether they 
take into consideration the seniority of 
employees in making promotions. A 
total of 109 employers of 119 who 
answered this question, or 92.4 per 
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paid salaries ranging between $1,000 
to $2,499 annually. More than half, 
or 55.4 per cent to be exact, are paid 
from $2,500 to $3,999 a year while 
only 16 per cent receive from, $4,000 
to $4,999 annually and only 9 per cem 
$5,000 and upwards. Is this cutting the 
cake too thin for the men whose letters 
may alienate good customers forever? 
Certainly it creates a big gulf between 
the sales manager and the credit man- 
ager, and it seems to answer the com- 
plaint of sales managers that the credit 
managers are standing in the way of 
increased sales by petty credit policies. 
If it is true that some companies have 
petty credit policies, it seems fair to 
ask how can they expect anything but 
petty policies from men willing to work 
for such petty salaries? American 
Business, August, 1940, p. 37:4. 


in New York City 


cent, replied affirmatively. The same 
question was asked in connection with 
salary increases. Altogether 111 em- 
ployers of 120 who replied to this 
question, or 92.5 per cent, replied that 
they take seniority into consideration 
when effecting salary increases. As the 
subject of seniority is usually regarded 
as important in making releases, em- 
ployers were requested to furnish in- 
formation concerning their practices 
in this connection. A total of 104 
employers of 114 who responded to 
this question, or 91.2 per cent, stated 
that seniority receives consideration in 
determining exits. 

In addition, some employers indi- 
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) cated that seniority receives considera- per cent, stated that they receive only 
A tion in determining other conditions occasional consideration. 

1 affecting employees. These conditions In response to a question whether 
e relate to vacations, death and sickness seniority is regarded as primary in 
) benefits, group insurance, distribution making employee changes, a total of 
L of work during slack seasons, termina- 63 employers of the 86 who responded, 


se 


tion of wages, annual employment 
guarantees, and pensions. 

Information was also obtained from 
employers concerning the continuity 
or regularity of the policies adopted. 
On the question of whether seniority 
practices are systematic, a total of 48 
employers of 88 who replied to this 
question, or 54.5 per cent, indicated 
that these practices are systematically 
carried out, and 40 employers, or 45.4 


or 73 per cent, gave a negative answer, 
while 23 employers, or 27 per cent, 
answered affirmatively. 

Information was also requested as 
to whether seniority practices relating 
to employee changes are based on em- 
ployee or union agreements. Allto- 
gether 56 employers of 87 who replied, 
or 64 per cent, answered negatively, 
and 31 employers, or 36 per cent, 
answered affirmatively. 


Poll Shows Business Regaining Favor 


A GALLUP poll recently taken shows “that there is comparatively little senti- 
ment left in the nation for greater regimentation of business in the interests 


of reform.” 


The survey explored opinions on two issues—regulation of business and regu- 
lation of labor unions. A cross-section of voters in all areas and income levels 


was asked: 


“During the next four years do you think business should be regulated to a 
greater extent by the Federal Government?” 


Those expressing an opinion voted as follows: 


I 25 souencscans 


33% 





No 


67 





Approximately one voter in six (17 per cent) had no opinion. 


The second question was: 


“Do you think labor unions should be regulated to a greater extent by the 


Federal Government?” 


On this question those expressing an op‘nion voted: 


wee dx 





No 


75% 
25 





Roughly one person in five (18 per cent) expressed no opinion. 


Commenting on these results, Dr. Gallup says: 
“The results indicate that more than twice as many voters favor greater regu- 





lation of labor as favor greater regulation of business. Attitudes toward the subject 
vary sharply. however, by income groups. About half of the voters in the lower- 
income brackets are for greater regulation of business, as compared to less than 
one-fifth in the upper-income group. However, all economic groups—even those 
made up predominately of skilled and unskilled labor—are in favor of greater 


union regulation, 
—The Iron Age 8/1/40 
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Single-Purpose Training 


HE nature and purpose of short- 

term “job training” is to instruct 

an individual in the performance 
of a single job, such as riveting, weld- 
ing, sheet-metal assembly, or other 
comparable operation. Spurred by the 
defense program, this type of job train- 
ing appears to be making great head- 
way throughout the country. In many 
companies this type of training has 
been found to be of considerable value 
in reducing both the time and cost of 
training. It has made possible the 
‘ rapid transfer of employees from one 
job to another, with job training given 
to employees on each new operation 
they are required to perform. 

In this connection, it is essential to 
point out that “job training” cannot 
be confused with the long-term tech- 
nical, mathematical and mechanical in- 
struction and training that is part of 
the apprenticeship course; but for 
practical purposes, the short-term, in- 
tensive training “on the job” has made 
it possible for industrial companies to 
develop and train efficient workers for 
the single tasks or operations that are 
part of jobs previously done only by 
skilled labor. 

Although the technique of job train- 
ing may be applied to a large number 
of the operations and tasks in the mod- 
ern industrial plant, there are a sub- 
stantial number of technical and high- 
ly specialized jobs, such as toolmakers, 
die setters, die cutters, precision in- 
strument makers, etc., that cannot be 
broken down into their component, sin- 
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gle operations, and for which, in con- 
sequence, skilled labor is essential. 

A good illustration of job training 
is the 12-weeks’ learning program in- 
augurated by Thompson Products, In- 
corporated, manufacturers of valves 
and pistons, of Cleveland, Ohio, which 
attempts to train mechanically-minded 
men to become expert operators of 
single machines, automatic setup men, 
thread winders, hammer men, inspect- 
ors, etc. The course is set up to de- 
velop qualified specialists for each of 
the skilled tasks necessary to the effi- 
cient operation of the production de- 
partments. 

The greatest care is used in the se- 
lection of trainees by means of a test 
designed to determine the basic me- 
chanical knowledge of the applicants 
in such matters as blueprint reading, 
shop mathematics, and use of measur- 
ing instruments. Applicants are 
chosen from among present employees 
as well as technical high school grad- 
uates. The trainees are guaranteed an 
hourly rate of 50 cents for the dura- 
tion of the training, after which they 
are paid the current rate of the job to 
which they are assigned. 

The 42-hour week is divided as fol- 
lows: two sessions of two hours each 
are devoted to classroom work, and 
the remaining 38 hours is spent ob- 
serving and later operating the ma- 
chines for which the men are being 
trained under the close supervision of 
an experienced operator. Classroom 
work is conducted by a staff of shop 
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men qualified by experience and tem- skilled workers when they are placed 
perament to teach. Lectures are given on the actual production job. Fifty 
on the use of tools, shop mathematics, men so far have completed their train- 
blueprint reading, following which ing under the new Thompson program 
trainees are given special instruction and are working on regular production 
18 in the theory and fundamental physics duties. Another 160 are now in train- 





ne 


+3 involved in the operation they are ing, with an additional 75 planned for 
e being taught. The trainees have been the near future. Supplement to N.A.M. 
r found to be 95 per cent as efficient as News Letter, August 3, 1940, p. 4:1. 
C 
ed 
of 
n, America’s ““Home Town’ Loses Its Young People 
ct- : , me is aay : , : 
HE traditional American “home town” situated in a farming district has been 
le- losing its young people, according to a recent study by the WPA Division of 
of Research. The total number of persons 16 to 29 years of age appears to have 
ar decreased substantially in such villages in direct contrast with the piling up of 
young people on the farms during the depression years. 
le- Almost one-fourth of the youth 20 to 29 years of age living in these agricultural 
villages in 1936 had come from the country or from larger towns and cities during 
the preceding five years, the Division’s report says. Largely because of the lack 
3€- of adequate employment opportunities, it continues, an even greater number of 
ast youth left the villages. The net result of this shifting was found to have been a 
decrease of 22 per cent between 1930 and 1936 in the number of youth in these 
1e- rural villages. 
its More young men (37 per cent) were employed as unskilled laborers than in 
any other category. More young women (35 per cent) were employed as clerks 
8: and in similar work. This category was also important among the men. Unskilled 
Ir- women were employed chiefly as servants. Professional openings were relatively 
re numerous, especially for women. The economically independent young people who 
had left home were better off occupationally than those who stayed, particularly 
eS with reference to the professions. 
d- Of out-of-school youth 16 to 29, 90 per cent of the young men, 66 per cent of 
the unmarried young women, and 13 per cent of the married young women had 
= some employment at the time of the interview. But more than half of the men 
‘as and unmarried women had received no income or less than $300 during the pre- 
ceding 12 months. 
ey —Domestic Commerce 4/20/40 
to 
ol- 
ch The Top Quarter 
nd (THE statement has frequently been made that the top quarter of the average 
b- sales force accounts for three-fourths of the total sales volume. Testing this 
claim, Sales Management asked some 200 of its subscribers for an analysis of 
\a- their 1939 sales records. The answers show that, in the average sales force, the 
ng top quarter sells 48% of the company’s total volume. Specifically, the figures 
f reveal: in 8% of the companies the top quarter sold 71 to 80% of the total 
S volume; in 35% of the companies the top quarter sold 51 to 70% of the total 
ym volume; in 29% of the companies the top quarter sold 41 to 50% of the volume; 
. in 28% of the companies the top quarter sold 30 to 40% of the volume. 
P —Sales Management 5/15/40 
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Conferences Make the Supervisor 


7,8 VERY plant big enough to need 
more than one supervisor is 
bound to suffer from friction 

arising out of imperfect cooperation, 

since each foreman concentrates on his 
own job and tends to think depart- 
mentally instead of broadly. However, 

after three years’ experience with a 

supervisory conference program, the 

Caterpillar Tractor Company, of Pe- 

oria, I1l., is convinced that a lessening 

of this natural friction results spon- 
taneously from foremen’s conferences. 

There are 26 conference groups at 
Caterpillar, each with about 15 mem- 
bers. Fifteen was set as approximately 
the right number of men in a confer- 
ence to stimulate give-and-take without 
being unwieldy. Everyone in the fac- 
tory organization below the department 
managers who ranks as foreman or 
above is automatically a member of a 
conference group. Meetings lasting 
1144 hours are held every two weeks, 
and are scheduled two to the first shift, 
one each to the second and third shifts. 
Conferences are held from 9 to 10:30 
a.m., 1 to 2:30 p.m., 8 to 9:30 p.m., 
2 to 3:30 a.m. These hours are set to 
give the foreman a chance first to get 
things in his department running 
smoothly, and to return in time to get 
the situation in hand again before the 
shift changes. 

Conference group leaders are 
changed twice a year, or, more accu- 
rately, the membership of the groups 
is rearranged and the foremen switched 
around so that, in the main, the groups 


288 


are composed of men they have not 
previously sat with. Through this ex- 
posure to new groups of foremen and 
new leaders, the members get a 
broader knowledge of the plant, of 
what goes on in it, and of the general 
problems of supervision. 

To lessen the inclination to form spe- 
cialized cliques, the membership of 
the groups is mixed up so that it con- 
tains representatives of departments 
widely diversified both in location and 
type of work. Foremen of long experi- 
ence and new foremen are brought to- 
gether; the company’s goal is to have 
15 men in each group whose total 
service in supervision adds up to be- 
tween 125 and 150 years. 

When the program was begun, the 
company made use of foremanship 
courses worked out by a specialist in 
this field, but now conference outlines 
are compiled by the factory training 
division to fit more intimately the 
problems and conditions in the plant. 
Topics are selected and thoroughly 
reviewed by a group composed of two 
vice presidents, the general factory 
manager, the three factory managers, 
director of industrial relations, factory 
training manager, and the member of 
the factory training division whose 
duty it is to prepare the conference 
leaflet for ensuing foremen’s discus- 
sions. After final approval, the topic 
outline is planographed and copies 
are given to group leaders and group 
members two weeks before the con- 
ference. 
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Certain regulations and experimenis 
have proved or disproved their worth. 
For instance, an effort was made at 


conference, and he thus gets the bene- 
fit of the foremen’s ideas and a bird’s- 
eye view of the weaknesses of his 


ot first to keep a superintendent out of group’s thinking. 
X- any group containing one of his own To avoid personalities and time- 
id foremen, lest this lead to embarrass- wasting, all names are left out of con- 
‘ ment or “yes”-ing; but it —e dis- ference discussion. Originally the rule 
; covered that there was little danger 4, that names be omitted in uncom- 
a i ' : 

of either. ? ’ : plimentary connections, but when mu- 

Formerly, questionnaires or exami- : : 
; : tual back-slapping developed into a 

C nation papers handed in by the fore- ; : 
f : considerable time-eater, names were 
D men were graded, but it soon devel- 
“ ‘ barred altogether. 

oped that they were more interested Th ‘ bia 4 
ts in discussing how to write papers that | *7© Program has greatly improve 
d would bring them high grades than interdepartmental operations through- 
- they were in discussing foremanship, Ut the plant. 
> and grading was discontinued. Now, By T. J. Connor. Factory Manage- 
/€ the papers of each group are turned ment and Maintenance, May, 1940, p. 
al over to the leader a week before the 69:4. 
eC- 
e . s 7. s 
Industrial Injuries in 1939 
Pp 
n About 16,400 persons in industry were killed or permanently and totally in- 
“ capacitated in 1939, about 109,000 suffered partial but permanent impairments, 


and nearly 14% million were temporarily disabled. These figures are national esti- 
ig mates, covering self-employed as well as employed workers. For a group of nearly 
27,000 establishments with more than 4% million workers, the 1939 frequency 





- rates were generally above those for 1938. For the manufacturing group of in- 
f. dustries, the rate increased from 15.07 to 15.43. 

y The disability distribution for 1939 remained unchanged from that of 1938. 
, Out of every 1,000 injuries, each year had 6 deaths and permanent total dis- 
0 abilities, 56 permanent partial injuries, and 938 temporary total disabilities. 

¥ Revised frequency rates from 1926 through 1938 showed decided decreases 
5 over this period, and in all types of disabilities. The over-all experience indicates 
‘ a decrease of disabling injuries of 25 per cent since 1926. 

y —Monthly Labor Review 7/40 
of 
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ic > IN 1870, there were 174 stenographers and typists. Of these, only eight were 


women. These women were looked upon as daring pioneers when they ventured 
into a realm belonging to man alone. Parents considered business no respectable 
p vocation for a girl—she might as well become a “play actress.” By 1930, however, 
811,190 men and women found places in business as typists and stenographers, and 
of this number 95.5 per cent were women. 

—Office Equipment Manufacturers Institute 
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Production Management 


Profits from Waste 


lowing the lead of automobile 

manufacturers in organizing sal- 
vage departments to reclaim waste 
materials. By concentrating on “what 
are we going to do with our waste ma- 
terial,” even plants producing a variety 
of products can net substantial sav- 
ings by proper recovery methods. 

At East Springfield, Mass., Westing- 
house Electric & Manufacturing Com- 
pany spends approximately $2,500,000 
annually for materials in the making 
of vacuum cleaners, fans, air-condi- 
tioning equipment and refrigerators, 
and saves thousands of dollars annu- 
ally by being waste-conscious. The 
salvage department was reorganized in 
1937 and the floor space expanded 
from 1,000 to 9,000 square feet. All 
scrap and waste materia! clear through 
this one department. 

Here the value, quality and best 
method of placing the material back 
into production are carefully checked. 
Salvaging apparatus includes stills, 
centrifuges, filters, machine tools and 
special equipment adapted to process 
particular kinds of waste material. The 
success of these operations depends 
upon all departments clearing their 
salvage material through this section. 

Economical salvaging runs can be 
made where a good volume of material 
is to be reclaimed. Material hereto- 
fore thrown down sewers, burned in 
the incinerator, or sold at a very low 


ey industry is rapidly fol- 
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price is now turned back into the plant 
output or sold at higher prices. 

Salvage problems at the Westing- 
house plant include steel, copper, 
brass, bronze, solder, silver, paper, 
sawdust, various chemicals, paint, thin- 
ners, solvents, cleaning materials and 
laundry work. 

All solvents and waste oils are 
stored outside and records kept of the 
approximate activity per year. These 
records determine the advisability of 
buying universal stills, centrifuges 
and clarifying equipment to rework 
these materials for use somewhere in 
the plant. At the present time 30,000 
gallons of Varsol are being distilled at 
a saving of 90 per cent of the original 
value. 

The plant is equipped to salvage 
7,000 gallons of oil per year. The oil 
is reclaimed by washing to eliminate 
impurities and then is clarified with 
clay and centrifuged. This reclaimed 
oil will not be used again for its initial 
purpose but as a cutting oil for screw 
machines. 

The laundry, consisting of a washer, 
washes 45,000 
These 


wipers are soiled by men wiping their 


extractor and drier, 
pounds of wipers per year. 


hands and machines. 
Some 75,000 board feet of wood is 
reclaimed per year at a profit of 70 


This 


material is used by the carpenter shop, 


per cent of its original cost. 
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production department and shipping 
department. 

For plating purposes, scrap copper 
is melted into anodes and used in place 
of new anodes. It is most economical 
to place baled copper skeleton scrap in 
a basket, thus eliminating the cost of 
melting, pouring, drilling and tapping 
for hooks. A saving of 40 per cent of 
the original cost of material can be 
realized in this manner. 


Because of keen competition in busi- 
ness today, reclaiming and utilization 
of waste in industry is paramount. 
Management is realizing this and estab- 
lishing salvage departments. Where 
such departments already exist, they 
are being expanded so that the great- 
est possible return from initial expen- 
ditures for materials can be obtained. 
By F. A. Buupra. Steel, August 12, 
1940, p. 64:2. 


Arbitration and Technological Changes 


HE dread of the irresistible ma- 

chine recurrently has provoked 

open revolt by workers. Labor 
frequently attempted to block the path 
of mechanization and obstructed the 
introduction of machines. The revul- 
sion against scientific management ex- 
pressed itself in the same manner and 
with equal and at times greater 
violence. 

The Textile Workers Union of Amer- 
ica has developed a number of general 
practices aimed to assure a full under- 
standing of technological changes by 
workers, to prevent abuses and exces- 
sive workloads, to secure direct advan- 
tages to labor as well as protection for 
workers at their jobs, and to mitigate 
the effects of the introduction of new 
machinery, procedures, styles or prod- 
ucts. The result has been an orderly 
introduction of these changes, with 
some reconciliation of the interests of 
all groups within the framework of the 
competitive system. 

Any recommendation by an employ- 
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er for changes in equipment or proc- 
esses must be submitted to the union 
in writing, in advance of the installa- 
tion. Such a statement usually con- 
tains an outline of the mechanical 
changes proposed, as well as reasons 
necessitating new work assignments. 
When these proposals involve minor 
changes and consist primarily of devia- 
tions from the basic norm in the con- 
tents of jobs without changing the 
standards, employers customarily pro- 
ceed with these changes unless the 
union interposes an objection. In this 
latter instance, negotiations are carried 
on in the following manner: 

The employer’s proposals are care- 
fully weighed by the general union 
committees, together with the repre- 
sentative of the employees directly 
affected by these changes. When the 
new work assignments are posited on 
the existence of similar work assign- 
ments in competitive mills, the em- 
ployee committee secures data on cur- 
rent practices in the industry from the 
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research department of the national 
union. Fully prepared to discuss these 
proposals, with data on competitive 
mills and the knowledge of conditions 
in their own plant, union committees 
then negotiate with management on 
the proposed changes. The criteria 
commonly employed are the economic 
necessity for the changes, the ability 
of the workers to perform the proposed 
job, the share of the savings to which 
the workers are entitled, and the pro- 
tection assured the workers against dis- 
placement or demotion. 

When there are jobs on which no 
agreement is reached, they are referred 
to an arbitration board consisting of 
one representative of the union, usual- 
ly a person intimately acquainted with 
industry's technology, and a repre- 
sentative of the employer, customarily 
an engineer. A third party is chosen 
for this board by the two partisan rep- 





resentatives or by an outside body such 
as the American Arbitration Associa- 
tion or the United States Conciliation 
Service. The third party is ordinarily 
a technician. This body holds hear- 
ings at which the management makes 
its proposals and offers its evidence 
justifying the proposals; the union 
offers its testimony and objections. The 
committee usually visits the specific job 
and may make current studies to guide 
its decision. The final decision or- 
dinarily segregates the disputed jobs 
as between those which are to be ac- 
cepted immediately and those subject 
to trial operations before permanent 
standards are to be fixed. The arbi- 
tration board also deals with such 
questions as wages for new jobs; pro- 
motion; demotion; seniority rights; 
guarantees of employment; dismissal 
wages; and similar issues. By SoLo- 
MON BaRKIN. The Arbitration Journal, 
April-July, 1940, p. 85:6. 


Labor Costs, 1919 to 1939 


L_ABOR costs per unit of output, which tend to rise with increased wage rates 
and to decline with increased labor productivity, were much lower in 1939 
than during most of the period beginning in 1919. It is particularly noteworthy 
that substantial reductions in unit labor cost characterized industries connected 
closely with the national defense program. Between 1919 and 1923, unit labor 
costs fell 23 per cent in blast furnaces, steel works, and rolling mills; 29 per cent 
in petroleum refining; 36 per cent in chemicals; 10 per cent in cement; and 11 
per cent in paper and pulp. Between 1923, following the post-war readjustments, 
and 1939, unit labor costs fell 20 per cent in blast furnaces, steel works, and 
rolling mills; 40 per cent in petroleum refining; 22 per cent in chemicals; 71 
per cent in rayon; 26 per cent in cement; and 30 per cent in paper and pulp. 
In some of the industries, unit labor costs in 1939 were less than half as high as 


in 1919. 
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How Are National Brands Being Price-Cut? 


ROCERY manufacturers have 
lately shown a growing concern 
over price-cutting and private 
brand competition. National brands, 
it is claimed, are advertised as low- 
price baits to attract crowds—espe- 
cially in chains—while private brands 
displayed in powerful mass formations 
get sold heavily. The private brands, 
it is reported, are thus gaining by leaps 
and bounds. One western chain is 
credited with manufacturing 70 brands 
of its own. 

Much confusion exists today as to 
the nature and effects of loss-leader 
selling. In order to clarify some of the 
issues, the author and his associates 
have surveyed the problem in various 
parts of the country and undertaken a 
detailed check on 200 best-selling food 
items in a southern city, covering a 
three months’ period and extending 
over representative cross-sections in- 
cluding chains, supermarkets and 
smaller stores. 

From this survey it appears that 
price-slashing is by no means restricted 
to the regions where private brands are 
important, but is as apparent in the 
South where the private brands are less 
dominant. In the social register of 
grocery names, coffee, tea, cereals and 
baking powder appear as popular price 
baits. In the canned fruit and vegetable 
group, deep price cuts are not quite so 
frequent, while shortenings and house- 
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hold articles are prominently adver- 
tised and displayed as price leaders. 
Altogether about 80 of the list of 200 
items were quoted during the three 
months’ period at prices that suggest a 
loss to their retail sellers. 

The price cuts uncovered in the 
study are on the average close to 15 
per cent below the standard price; cuts 
down to 30 per cent under the standard 
price are not unusual for such articles 
as Kellogg Corn Flakes, Grape-Nuts, 
Royal Pudding, Dole Pineapple, Camp- 
bell’s Tomato Soup and Selox house- 
hold soap. Cuts below 30 per cent are 
more sporadic. Since standard prices 
carry usually a gross margin of about 
15 per cent, the findings suggest that 
most of the so-called loss-leaders do 
not incur a visible loss—at least not 
on the net invoice price. 

Who uses loss-leaders? Chain stores, 
especially the large national organiza- 
tions, are accused of pushing the prac- 
tice hard. The survey does not entirely 
support this claim. Price cuts in small 
independent stores and also in the 
self-service type of independent stores 
are quite frequent. While the lowest 
prices are quoted by chain supermar- 
kets, independent supermarkets don’t 
fall far behind. As to the chain stores, 
wide variations are found among indi- 
vidual stores. Some carry higher prices 
than their independent competitors. 
Slightly higher prices of larger inde- 
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pendent stores are explained by the 
extension of credit and delivery serv- 
ices, while only the smaller independ- 
ent stores seem to quote generally 
higher prices. 

If the chain supermarkets and 
smaller chain units outdo their inde- 
pendent rivals in absolute price cuts, 
they are distinctly behind them as to 
the number of bargains offered, ac- 
cording to the study. This inferiority 
of the chain store in quantitative bar- 
gains is illuminated by the analysis of 
one representative dry grocery depart- 
ment, the coffee, tea and cocoa group. 
All chain stores, including the chain 
supermarkets, have lesser bargain items 
in this department than the independ- 
ent supers and the self-service inde- 
pendent stores. The findings warrant 
the conclusion that, where private 
brands are offered, the consumer will 
find his favorite national brand less 





completely represented than in the su- 
permarket or in the larger self-service 
outlet. More generally speaking, it 
appears that the line of demarcation 
between price-cutting and non-price- 
cutting stores does not run between 
chain and independent stores, but 
rather between large and small stores. 
The supermarket displays the widest 
assortment of national brands and cuts 
prices deepest, because it is able to 
spread the loss over a wider array of 
higher-priced items. 

Loss-leader selling affects the pro- 
ducers’ volume only in so far as it 
causes large chains and _ voluntary 
groups to turn to private labels. How- 
ever, it may be questioned if the elimi- 
nation of the loss-leader would seri- 
ously check the growth of the private 
brand and aid national brands. 

By RemnHoLp P. Wotrr. Advertis- 
ing & Selling, August, 1940, p. 17:3. 


Time and Duty Analysis of Salesmen 


“TIME and Duty Study” of 
A salesmen entails a minute ob- 
servation of the salesman while 
engaged in his normal tasks so that 
each activity may be carefully scru- 
tinized for the purpose of evolving the 
most effective means of discharging 
those functions. It includes also the 
setting up of standards of effort and 
accomplishment so that a salesman’s 
value may be appraised accurately. 
Although one might infer from the 
term “Time and Duty Study” thai it is 
like time and motion study in industry, 
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actually the two types of analysis have 
little in common except fundamental 
objectives. Although in both one seeks 
to determine the best ways of perform- 
ing jobs and in both one seeks to estab- 
lish criteria of performance, the tech- 
nique followed and the utilization of 
the data are distinctly different. While 
the one is primarily concerned with 
the elimination of waste motion in or- 
der that operations may be performed 
in a shorter period of time, the other 
concerns itself primarily with the de- 
velopment of effective presentations of 
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ideas to prospects so that the maxi- 
mum profitable sales volume may be 
created with the minimum expenditure 
of money and effort. 

Obviously, the first objective of 
“Time and Duty” analysis is to deter- 
mine exactly how salesmen spend their 
time and in what activities they engage. 
A second objective, and a most im- 
portant one, is to determine the most 
effective methods and equipment which 
the salesman can use to sell various 
types of merchandise. A third objec- 
tive of a study of this kind is to pro- 
cure information for the sales depart- 
ment regarding the job and the sales 
plan which will facilitate the work of 
selection, promotion, transfer and 
supervision of salesmen. A fourth ob- 
jective is to help set standards for 
measuring selling performance and 
effort. A fifth primary objective of a 
“Time and Duty Study” is to determine 
the direct costs of selling various 
classes of customers. 

In addition to these primary objec- 
tives, a “Time and Duty Study” may 
have secondary objectives. For exam- 
ple, it is possible to secure information 
which is invaluable in determining 
sales territories. After the salesmen’s 
work is analyzed, it should be possible 
to determine the number of accounts 
each salesman should have so that he 
can be assigned a territory that will 
occupy his efforts for a definite period 
of time. “Time and Duty Study” has 
also been used to determine automo- 
bile allowances for salesmen. 

The choice of the salesmen to be 
studied is quite important. If a small 
sample is to be analyzed, it is usually 
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desirable to select good salesmen—but 
not necessarily the best, as standards 
based upon the performance of excep- 
tional salesmen may be out of reach 
of the majority of men. If salesmen 
of the better type are utilized, it will 
generally be found that they will use 
the best methods, will prove more de- 
pendable, and they are generally the 
most cooperative. 

The duties of the majority of sales- 
men can be broken down into the fol- 
lowing major effort and _ activity 
groups: 

1. Travel 
Waiting 
Interview 
Non-selling 
. Idleness 

A knowledge of the time consumed 
by each of these elements is most im- 
portant, and it is possible to measure 
each accurately with a stop watch. In 
fact, the above major sales activities 
may be subdivided and each of the 
smaller groupings clocked with preci- 
sion. For example, it has been possi- 
ble to secure rather exact data by calls 
relating to the following activities of 
wholesale salesmen: 

1. Time spent in travel and miles 
traveled. 

2. Time spent in waiting. 

3. Time spent “order-taking,” num- 
ber of items sold, and dollar value of 
this business. 

4. Time spent in selling by means 
of samples, printed matter, and check- 
ing stock; also the number of items 
mentioned, number of items sold, and 
the value of items sold. 

5. Time spent in broken interviews. 


awn 


295 











6. Time spent in general and irrele- 
vant conversation. 

7. Time spent collecting, making 
adjustments, arranging displays, and 
instructing retail clerks. 

8. Time spent in personal matters. 

The usual practice in “Time and 
Duty Study” is to have the observer 
spend at least one entire day with each 
salesman in the field, as it is difficult 
to obtain an accurate picture without 
devoting that amount of time to each 
man. The information gathered is 
then combined in a daily recapitulation 
sheet for each salesman. 

When the information in this form is 





supplemented by the observer’s notes 
as to the methods used and an evalua- 
tion report by the analyst, the manage 
ment has an opportunity to analyze the 
work of each salesman studied and to 
set comparative performance stand- 
ards. It is then possible to spot the 
strong and weak points of the salesman 
observed, and at the same time the 
company may be able to discover cer- 
tain weaknesses that are prevalent 
throughout the sales force. By HERMAN 
C. Noten. The Journal of Marketing, 
January, 1940, p. 274:11. 


(Several charts and forms illustrating the 
technique of “Time and Duty Study” are 
reproduced in this article—£ditor.) 


Right or Left—Which Is Best? 


HE world of sales and advertising is filled with superstitions. One of them 

is that an advertiser has a better chance of getting attention on a right-hand 
page than on a left. The truth as shown by a study of 1,925 newspaper pages 
made among several thousand readers of 10 metropolitan papers is that left-hand 
pages are slightly more efficient than rights. Approximately 75 per cent of women 
and 61 per cent of men stop at left-hand pages; 68 per cent of women and 60 
per cent of men stop at right-hand pages (median figures). 


—Sales Management 5/15/40 


The Bureau Reports on Ads 


FARLY last month, the Bureau of Advertising of the A.N.P.A. sent out what 
was believed to be the most elaborate study of national advertising expendi- 


tures ever made. 


It covers the spending of 1,065 national advertisers who put 


more than $25,000 a year into newspapers, magazines, radio, and farm journals. 
Their aggregate expenditures in all four media were $345,628,598. 

This was the breakdown: newspapers, $131,768,171; magazines, $121,526,350; 
farm journals, $10,574,000; chain radio, $81,759,977. Percentagewise, the figures 
were: newspapers, 38.1; magazines, 35.1; radio, 23.6; farm journals, 3.2. Obviously, 
the newspaper percentage has declined from previous years, in which it generally 


ranged between 40 and 50 per cent. 


The study does not take into account advertisers’ expenditures for radio talent, 


spot, and transcriptions. 
probably closer to $150,000,000. 
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As a result, national advertisers’ radio expenditures are 


—Advertising & Selling 8/40 


The Management Review 

















Catalog Distribution 


ITH progressive organizations, 

catalog distribution is today 

a thoroughgoing merchandis- 
ing function that extends far beyond 
the mere physical process of handing 
out a batch of printed matter. The 
modern, well-rounded plan of catalog 
distribution is built around these eight 
considerations: 


1. Building the maximum effec- 


tive audience of prospective buyers. 


The principal source is, of course, 
the sales department’s customer and 
prospect list. However, a new catalog 
edition usually calls for a concerted 
effort at building the list to maximum 
strength and revising and weeding it 
out to minimize waste. 


Since the per copy cost of the cata- 
log is as a rule fairly high, indiscrimi- 
nate distribution can quickly pile up 
costly and senseless waste. There are 
two sources of such waste. One is the 
technical faults in the prospect list— 
wrong addresses, removals, names of 
buyers no longer living or out of busi- 
ness, and other causes of expense-con- 
suming misdirections. Here a careful 
inside office checking of the list is in- 
dicated, and some concerns supply 
their salesmen with lists of names in 
their territories for a final recheck 
before the book is sent out. 


The second major source of waste 
is the illogical or unprofitable pros- 
pect. Amount of purchases during the 
last year is the usual criterion for 
weeding out such names, non-purchas- 
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ers or purchasers who bought below a 
certain figure being eliminated. 


2. Choosing the method of de- 
livery best adapted to the company’s 
marketing setup. 


Three methods of effecting delivery 
of the catalog are in general use: (a) 
through the mails; (b) via a private 
delivery service—railway express ship- 
ment, telegraph messenger, or com- 
panies specializing in distributing ad- 
vertising literature; (c) personal de- 
livery by salesmen. 


Mail distribution is, of course, the 
most widely employed; under most 
conditions the cost is lower, particu- 
larly where the total distribution is 
large and reaches out into the smaller 
cities and towns and into rural areas. 
The private delivery channels elim- 
inate the necessity of competing with 
important personal and business mail, 
and the special character of the de- 
livery tends to register a stronger 
initial impression. Delivery by the 
salesmen is a highly advantageous 
method, provided the sales setup is 
such that a fairly complete distribu- 
tion can be attained within a reason- 
able time following the date of issu- 
ance. 


3. Building advance acceptance. 


Some sort of preliminary notice of 
the catalog’s forthcoming appearance 
is valuable as a means of building up 
an impression of its importance and 
paving the way for a favorable recep- 
tion. 
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4. Timing the arrival. 

In addition to the seasonal and trade 
considerations which dictate the most 
profitable month for the catalog’s is- 
suance, the exact day or week of its 
arrival in the customer’s hands is an 
important point. Too close a prox- 
imity to holiday and vacation periods, 
and, in the case of trade catalogs, to 
inventory and convention times, is to 
be avoided. The first of the month— 
including the several days on either 
side of it—is a highly unfavorable 
time. A general rule followed by some 
firms is to place the book in the mails 
at a time when it will reach the cus- 
tomer no earlier than a week after the 
first of the month and to send out no 
mailing later than the twentieth. 

5. Staging the arrival. 

The outer wrapper in which the cata- 
log makes its appearance may do much 
to help create an impression of im- 
portance. The envelope or carton 
should be of a material that reflects 
the importance of the book. 

6. Insuring a complete under- 





standing of the catalog’s usefulness. 

Enclosure of a letter with the cata- 
log is a means frequently used to this 
end. The message, signed by a com- 
pany executive, high-spots the mer- 
chandise offerings listed, points out 
new and convenient features embodied, 
and outlines the advantages of con- 
stant use of the catalog as a reference 
and buying guide. 

7. Tying in with the sales force. 

Before delivery gets under way, 
the sales force should be completely 
informed on every phase of the dis- 
tribution program, as well as being 
thoroughly acquainted with the book 
itself. 

8. Keeping the catalog alive. 

Many firms find it profitable to fol- 
low up with a letter or mailing piece 
calculated to keep the book and its 
use continually in the mind of the cus- 
tomer or prospect. Some companies 
believe it worth while to do this at 
two or three intervals during the life 
of the catalog. 

Printers’ Ink, June 21, 1940, p. 19:4. 


Aptitude Tests as Guides for Promotion 


NE of the most vexing of the 

perennial problems which faces 

the sales manager of every large 
or widespread organization is that of 
selecting qualified executives to take 
charge of divisions, areas or branches. 
No matter how good the product, how 
well conceived the merchandising pro- 
gram, or how strong the central man- 
agement, if the man in charge of the 
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division or branch operation is not 
qualified, the sales results will be dis- 
appointing. 

A practical program for the prelim- 
inary choice of men for promotion to 
branch and division managership 
might involve two steps: (1) the selec- 
tion of promising material from 
among men now serving as super- 
visors or junior managers on the basis 
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of their production, the stability of 
their units, their own stability, and the 
relative number of complaints in their 
territory; (2) the determination of 
the suitability of these men in terms 
of their personality qualifications by 
means of rating procedures. The ob- 
jective of such a program is to estab- 
lish a pool of promising material for 
promotion to more responsible posi- 
tions. 

To select promising material from 
among men in junior supervisory po- 
sitions, it is desirable for management 
to review at regular intervals, perhaps 
quarterly, these men’s records with re- 
spect to production, the extent of 
turnover in their territories or areas, 
and the number and character of com- 
plaints. All this information should 
be found on home office records. 

In analyzing these data, care should 
be used in allowing for the influence 
of local factors. Thus, if a man is 
working in the Detroit area, and for 
some reason, such as a strike, several 
of the major automobile plants are 
closed down, recognition of this fact 
should be taken in evaluating the 
man’s production record, Inversely, if 
the area in which he is working is 
known to be enjoying a local boom, 
corresponding allowance must be 
made for this factor. 

In the same manner, outside influ- 
ences may affect the amount of turn- 
over among the candidate’s men. Thus, 
if business conditions greatly improve 
in an area and a number of well- 
paying and steady jebs open up, it 
will be increasingly difficult for the 
man considered to maintain his sales 
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group at full strength, especially if 
they work on a straight commission 
basis, unless he is an unusual man- 
ager. 

Local variations may be compen- 
sated for in part by considering men 
in each district, branch or territory 
separately. In making the first rough 
choice, the top 10 per cent with re- 
spect to all the factors (production, 
turnover among men, _ candidate’s 
length of service, and complaints) 
should be singled out for further in- 
vestigation. Next, these questions 
should be asked: 

Has this man been in the top 10 
per cent in previous quarters? If 
not, in what respect has he been weak? 
Is it likely that his weakness will re- 
cur? In general, has the trend of 
the man’s performance with respect to 
these factors been up, down, irregular 
or reasonably consistent? If it seems 
to be tending downward, or shows 
marked inconsistencies, the man prob- 
ably is not good potential material. 
If he is high in one or two of these 
elements, but is consistently low in 
the others, he should probably be elim- 
inated from immediate consideration. 

After this first weeding-out process, 
the 10 per cent will probably have 
been reduced to a maximum of 5 per 
cent. This group should then be sub- 
jected to the second part of this pre- 
liminary investigation: By means of 
ratings, the general suitability of, their 
personalities to the job should be as- 
certained. Where a weighted rating 
form has been worked out, this should 
not be difficult. On the basis of pre- 


vious experience, management should 
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know the minimum numerical rating 
which a man should have to entitle 
him to further consideration. In con- 
sequence, each man who has proved 
satisfactory with respect to his pro- 
duction, the stability of his unit, his 
own length of service, and freedom 
of territory from complaints should be 
the object of ratings by at least three 
men who know him. 

While the particular traits on which 
ratings should be made will vary ac- 
cording to the nature of the selling 
operation, certain ones among them 
are of special significance. These in- 
clude selling ability, organizing abil- 
ity, leadership, industry, ambition, 
willingness to accept responsibility, 
cooperativeness, attitudes toward com- 
pany methods and policies, attitudes 
toward supervision, and attitudes to- 
ward associates and subordinates. Of 
particular importance is often a rating 
on the specific nature of the men’s mo- 
tivation to keep driving for produc- 
tion. 

These ratings should be made abso- 
lutely independently of one another. 
This also means that a subordinate 





should not be required to submit his 
ratings to his superiors for transmis- 
sion to the home office, but these 
should be sent direct. 

As soon as the ratings are received 
and are plotted on the master sheet, 
the numerical weight for the man 
should be calculated. In the event 
that the ratings are above the estab- 
lished minimum, the management 
should inspect them to determine the 
points on which the man is strong 
and those on which he is weak, with 
the thought of placing him in terms 
of the requirements of specific oper- 
ating situations. 

Through the use of standards of 
production, stability of manpower, 
length of candidate’s service, freedom 
from customer and dealer complaints, 
together with rating procedures such 
as have been described, it becomes 
possible for management to build up 
a pool of potentially promising men 
to fill vacancies when they occur in 
the positions of branch or division 
managers. 

By Rosert N. McMurray. Sales 
Management, May 15, 1940, p. 48:7. 





Fair Trade Cut Prices 


FPAIR-TRADE contracts under state resale price-maintenance laws have decreased 

retail prices of 50 controlled items 1 per cent. This may come as a surprise 
to opponents of these laws, but it is the conclusion drawn in a 360-page study 
just issued by the Druggists’ Research Bureau, financed by a group of wholesale 
and retail drug associations. 


Fair trade created higher prices in metropolitan areas, where sharp competition 
had held levels down, and reduced them in the smaller town, according to the 
report. In other words, 70 per cent of the population benefited and 30 per cent 
suffered. Chains were compelled to jack up prices on the 50 controlled products 
an average of 4,9 per cent. 

—Advertising & Selling 8/40 
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Ginancial Management 


STREAMLINING THE COST OF RECORD-KEEPING 
By J. S. SEIDMAN, C.P.A. 
Seidman & Seidman, New York 


LMOST every business is guilty 
of using forms or assembling 
details or preparing reports that 

do not serve a real or vital purpose. 
Many also stand convicted of going 
through a lot of double and triple 
tracking in bookkeeping work because 
of a tremendous amount of unnecessary 
and continuous rewriting of the same 
information from one record to an- 
other. The adoption of simple short- 
cuts will mow down this great waste 
of time and effort—and streamline the 
cost of record-keeping. 

These are not glib or fanciful state- 
ments. They are somber conclusions 
predicated upon a case study that the 
writer was invited to make for one of 
the Prentice-Hall, Inc., publications. 
The knocks, provocations and teachings 
of actual experience are, therefore, the 
auspices under which we here proceed 
to review some of the ailments and 
ointments. 

Take the matter of useless forms and 
reports. Generally, they are an inheri- 
tance from special situations or some 
temporary need. The need may be 
over, but the form lingers on. An in- 
teresting test to apply to all “paper 
work” is quietly to eliminate a form 
or report from time to time, and see 
what happens. It should not be re- 
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stored until someone yells for it and 
justifies the shouting. Like as not, it 
never will be missed. A large railroad 
company tried this out, and to its dis- 
may and delight effected a wholesale 
elimination of forms and reports. So, 
also, an industrial company found that 
it could reduce elaborate reports to 
just a few key figures that its execu- 
tives were really looking at. 

However, it is arch-conspirator No. 
2, the rewriting nuisance, that is the 
prolific time and energy waster. The 
loss is not only in the rewriting, but 
also in the need for checking back 
each, rewriting, since the possibility of 
error is otherwise ever present. Sup- 
pose, for example, a purchase is made 
and the bill is paid. These are per- 
fectly simple transactions, but note the 
bookkeeping vagaries ordinarily in- 
volved. The bill is first recorded in 
a purchase book. It is then classified 
by product. It is then “posted” to the 
account of the vendor. On payment, 
a check is made. The payment is then 
recorded in the cash payment book. 
It is then posted to balance the account 
of the vendor. 

In other words, we have here six 
distinct and separate writings of the 
basic fact of purchase and payment, 
Yet 


and six possibilities for error. 
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those alert to the problem have found 
the answer in the preparation of a 
single document—a combination check 
and voucher—in a number of copies 
sufficient to serve all six purposes with 
the one stroke. 

There is no limit to the extension of 
the principle involved. Take cash rec- 
ords. The popular practice, when a 
check is made, is to record the detail 
on the check stub. The same is done 
with deposits. The cash book showing 
all receipts and payments is then writ- 
ten up from the check stub. This en- 
tails a double writing of the same 
story. Is the duplication avoidable? 
Easily. Some companies do away with 
the cash book by an extension and 
columnarization of the check stub. 
Others do away with both the check 
stub and the cash book. This they do 
by preparing checks and deposit slips 
in duplicate. The duplicates are then 
used to serve the same purpose as the 
records supplanted. 


Sales and Accounts Receivable 


Sales and accounts receivable rec- 
ords hold out real possibilities. In 
this field it ordinarily takes a quad- 
ruple play to retire the side. The play 
goes from sales bill to sales summary 
and classification, to customers’ ledger 
account, to customer’s end-of-the-month 
statement. Each time the base is 
tagged, there is a separate writing. 


Here, too, the mopping up process can: 


be accomplished by making sufficient 
copies of the sales invoice to serve re- 
spectively for the four records without 
any further writing or ado. Actually, 
it can go way beyond these four rec- 
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ords. Extra copies of bills can be used 
as. shipping documents, as production 
and collection records, and for all sorts 
of analyses regarding salesmen’s activ- 
ities and compensation. 

In this connection, using an extra 
copy of the invoice as the customers’ 
ledger account has been considered 
awkward where customers make part 
payments. But that myth is successfully 
exploded by providing a few simple 
rulings on the copy to permit conveni- 
ent recording of part payments, 

Statements to customers at the end 
of the month have been the bane of the 
bookkeeper’s existence. They consume 
an ungodly amount of time just when 
everything else is at the peak load. 
There are many ways of killing this 
cat. To begin with, statements need 
not—in fact, ought not—be sent every 
customer. Only those who want state- 
ments or who are not prompt payers 
should get them. That wrinkle cut 
down the number of statements for 
one company by 80 per cent. Using 
duplicate copies of invoices as the 
statement of charges for the month 
avoids rewriting, produces automatic 
accuracy between the statement and the 
bill, and makes all quiet on the end-of- 
the-month front. 

Another end-of-the-month nuisance 
is the bank statement. Banks send 
depositors a statement of their account 
every month. Reconciling the bank 
statement and the company’s books 
is no small job. One way out is to 
get the statements at regular intervals 
during the month. The work will thus 
be smoothened out, while differences 
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will be spotted more quickly. Or, if 
there are several bank accounts, the 
problem of the peak load can be over- 
come by staggering the monthly state- 
ments so that they come in from the 
different banks at different times of 
the month. 


The Payroll Headache 


Payrolls have become a_ serious 
bookkeeping headache, particularly 
since all sorts of payroll information 
must be filed with government depart- 
ments. Elaborate payroll records for 
individual employees are the order of 
the day. However, companies that pay 
their help by check have an excellent 
record-saving opportunity. Individual 
employee records can be dispensed 
with entirely. Instead, a duplicate 
copy of the check can take the honors. 
By filing the duplicates in envelopes 
kept for each employee and running 
off adding machine tapes when desired, 
the needed information, for whatever 
purpose, is obtainable. 

Then there is a book called the 
journal, where each month entries are 
made for depreciation, bad debts, ap- 
portionment of expenses, inventories, 
etc. Though these are monthly repeti- 
tive entries, differing only in amount, 
the usual thing is to write them out 
in full each time. A simple rearrange- 
ment of the form of the journal makes 
this unnecessary. By providing col- 
umns for each month, the basic entry 
need be written but once and only the 
figures recorded each month in the 
proper column. 

The possibility of doing away with 
ledgers altogether has already been 
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touched upon. Where they are main- 
tained, they can be made to do much 
more work than is ordinarily true of 
them. For example, if a customer owes 
money both on open account and on 
note, the two are ordinarily kept in 
separate accounts and in different 
books. To find out what a customer 
owes in total, it is necessary to go to 
both sources. Inefficient and uncalled 
for! The whole story can be kept at 
one place, merely by providing col- 
umns in the ledger for open account 
and for notes. The same can be done 
to keep tabs on such items as consign- 
ments or memorandum shipments, or 
charges to customers for returnable 
containers. 


Speeding Up Financial Reports 


If it is true that time is money, then 
there is much to be saved by speeding 
up the preparation of financial reports 
for the executives. It is surprising to 
see how many companies are thrown 
for a loss of days or weeks in this re- 
spect by overlooking almost obvious 
short cuts. For example, by simply 
arranging the accounts in the general 
ledger in the same order as they appear 
on the financial statement, the draw- 
ing-off of the statement itself is con- 
siderably simplified. Also, normally, 
statements give comparative figures of 
the previous month or the previous 
year. That usually means copying 
figures from the previous statement on 
to the current one. However, a “peg- 
board” arrangement whereby the pre- 
vious statements are aligned with the 
current ones will give the comparative 
figures with no rewriting at all. 


303 














Only a few of the high spots have and housecleaning of the bookkeeping 


been touched, and then in very sum- and accounting work should be at- 
mary fashion. There is no end to the tended to at least once a year, just as 
streamlining of record-keeping if we is done with merchandising. The re- 


only put our minds to it. Inventorying — sults will be astonishing. 


N.A.M. Labor Survey 


Six hundred thirty-three member companies of the N.A.M. have replied to 
questionnaires which sought to determine conditions in the skilled-labor field. 
The following graphic facts are disclosed by the survey: 


1. One hundred seventy-six companies, or 27.8 per cent of the respondents, 
report a current shortage of skilled labor. 


2. Three hundred fifty-four companies, or 55.9 per cent of respondents, indicate 
that they expect to be confronted with a shortage of skilled labor should a war 
emergency come about and they are required to fill production of items allocated 
to them under the Industrial Mobilization Plan. 

3. Foremost among the list of 133 specific types of skilled labor enumerated 
by the latter group of companies are the following (figures following types of 
skilled labor indicate number of companies reporting): machinists in all branches 
of operation, 135; toolmakers, 97; diemakers, 53; welders, 29; automatic screw 
machine setup men and operators, 25; molders, 20; mechanics, 20; machine 
operators, 14; weavers, 14; grinders, 13; sheet-metal workers, 11; sewing-machine 
operators, 10. 

4. Two industries, the machinery and the iron and steel industries, account 
for most of the types of skilled labor in which the greatest shortage is anticipated. 


5. Two hundred ninety-two companies (46.1 per cent) report that various 
factors exist which tend to restrict and prevent their embarking on apprenticeship 
training programs. These restrictive factors, in the order of their importance, 
include: the Federal Wage-Hour Law, union apprenticeship rules, union seniority 
rules, the Walsh-Healey Act, state laws, and the attitude of school administrators 


and parents toward manual work. 
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—Supplement to N.A.M. News Letter 8/3/40 


Bank Viewpoint on Borrowers’ Insurance 


D° banks freely exercise the right to test the adequacy of insurance carried by 
borrowers? Banking contributes materially to thought on this subject with a 
survey that breaks down bank viewpoint on borrowers’ insurance. Its high 70 
per cent return on questionnaires sent to 200 representative institutions reveals a 
stiffening attitude on the part of bankers as regards borrowers’ protection. 


Asked, for example, if they required borrowers to furnish data on their insur- 
ance, 129 of 141 banks said “yes.” In response to a second question, 92 out of 
125 said that such an inquiry was likely to require a survey or adjustment of 
coverages. Seventy-nine of 125 banks indicate an interest in a large number of 
specific insurance forms. In these answers are reflected (1) the increasing realiza- 
tion of banks of the importance of insurance in strengthening loan security and 
(2) banks’ knowledge of their right to apply a fine-tooth comb to borrowers’ 
insurance as well as financial statements. 

—Banking 8/40 
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Employer’s Liability in Alleged Libel 


N employer, in making a claim 
upon the bond of an employee 
for his alleged wrongful acts, is 

not liable in damages to the employee 
if there is an absence of malice on 
the part of the employer. Cases of 
this character arise under two sets of 
circumstances: first, in connection 
with the presenting of a claim on the 
bond of an employee; and second, in 
connection with a letter written in 
reply to a request for a recommenda- 
tion where the employee gives his 
former employer as a reference. 


In each of the instances, the courts 
have held that, where the statements 
made by the employer are free from 
malice, there is no liability. The rea- 
son for the rule, as announced in the 
decisions, is that such statements are 
privileged and cannot be made the 
basis of a suit for damages. 

In the recent case of Merriman v. 
Lewis (Fla.), 194 So. 349, the Su- 
preme Court of Florida had before it 
an action by an employee against his 
former employer to recover damages 
for an alleged libel. The facts as dis- 
closed in the opinion show that a claim 
was made on the bond of the em- 
ployee in the amount of $118.15. The 
opinion indicates that an action was 
brought by the employer against the 
Surety and judgment entered in its 
favor. Thereafter it was discovered 
that the alleged loss was the result of 
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a bookkeeping error. The court took 
the position that the manner in which 
the claim was made and the subse- 
quent developments disclosed that the 
employer acted with little regard for 
the truth and, therefore, sufficient 
basis existed for showing of express 
malice on the part of the employer. 
The court further pointed out that the 
action upon the bond and the entry 
of a judgment in that case should not 
be the basis of an estoppel in an ac- 
tion for libel. The court, in the course 
of the opinion, stated: 


It is well settled that express malice 
may be inferred from the intemperate 
character of the language used in the al- 
leged libel, or when the language used is 
utterly beyond and disproportionate to the 
facts, or even where improper motives are 
unnecessarily imputed. 


The case of Interstate Transit Lines 
v. Crane, 100 Fed. (2d) 857, was an 
action to recover damages for an 
alleged libel. The facts as disclosed 
indicate that a claim was made on the 
bond of an employee and the amount 
of the claim was subsequently shown 
to be erroneous. The employee secured 
another position and made application 
for bond. Upon investigation, the Sure- 
ty refused to execute the bond because 
of the claim made by his former em- 
ployer. A judgment was entered in 
favor of the employee for $500, which 
was affirmed on appeal. The court, in 
the course of the opinion, points out 
that there is a qualified privilege in 
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connection with the making of a claim 
on the bond of an employee. The em- 
ployer has the duty of being certain 
that the amount of the claim is correct 
to his best knowledge, and that the 
employee is liable for the alleged loss. 
Where the amount is subsequently 
shown to be incorrect, or due to book- 
keeping errors, the qualified privilege 
granted to the employer does not re- 
lieve him from liability for damages 
to his employee. 

In announcing the rule applying to 





the second situation given above, in 
the case of Hoff v. Pure Oil Company 
(Minn.), 179 N.W. 891, the court held 
that where the employer, in reply to a 
letter of inquiry from a surety com- 
pany to which application had been 
made by the employee for a bond in 
connection with a new position, states 
the facts, there can be no liability, as 
the communication is privileged. 

Insurance Decisions, August, 1940, 
p. 33:3. 


Drawing Power of Cities 


H°w much retail trade do cities draw from outside their own limits, and what 


commodities account for most of the non-resident trade? 


These interesting 


questions were recently studied for 72 cities and three groups of commodities by 
John A. Pfanner, Jr., of the University of Nebraska. 


On the average, Mr. Pfanner found, 28 per cent of the total sales of jewelry, 
silverwear and clocks were made to out-of-towners, 27 per cent of total women’s 


apparel sales, and 9 per cent of furniture sales. 


This would seem to indicate 


that merchants dealing in jewelry and women’s apparel should direct a much 
larger share of their sales effort toward non-resident trade than should furniture 


merchants. 


For cities of more than 100,000 population, drawing power was found to be 
directly proportional to the size of the city for two of the commodity groups 


(women’s apparel and jewelry). 


Cities of less than 100,000 were at a disadvan- 


tage in competing with larger cities in these groups of merchandise. Non-resident 
retail trade in furniture, however, was just as large a proportion of the total in 
cities of 30,000 to 100,000 as in cities of more than 100,000. 


Location near other cities tends to limit drawing power. 


Fifteen cities within 


39 miles of other cities twice their size averaged almost no net balance of trade in 
jewelry and women’s apparel; in fact, these cities had an estimated net loss of 
trade in jewelry to other cities of about 2 per cent. 


—Dun’s Review 7/40 


Current Policies in Selecting Auditors 
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IGHTY-SEVEN per cent of the companies listed on the New York Stock 
Exchange that replied to a questionnaire mailed recently now provide for 
selection of independent public accountants by the board of directors, by a special 
committee of the directors, by stockholders, or by directors with the approval of 
stockholders. Two per cent of those who replied reported unusual methods, such 
as the selection of auditors by creditor banks. In the case of only 3 per cent of 
the companies were the accountants appointed by an executive officer of the com- 
pany. The remaining 8 per cent gave no clear indication of their present practice. 
—The Journal of Accountancy 7/40 
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The Management Question Box 


Questions and Answers on Management Practice 
Based on the Inquiries Received by the AMA Research 
and Information Bureau. 


Individual replies are made promptly either by mail or telephone to inquiries 
received by the Research and Information Bureau, This service is available to 
executives of concerns holding company memberships. The questions cited here 
are those which it is believed are of general interest to the membership. 


Factory Equipment Records 


Question: We should like to know how other companies usually keep their 


factory equipment records-—what forms are used and what information is 
included in the record? 


Answer: For accounting and factory management purposes, most companies 


provide space in their factory equipment records for listing such details as: 
the serial or code number assigned to each machine; a description of the 
machine; where located in the plant; date of purchase; vendor’s name; 
purchase price plus installation cost; charges for additional parts or appli- 
ances; record of repair charges; depreciation charges; and proceeds from 
disposal. 

If desired, all this information for each item of equipment can be con- 
tained in a single file card form. However, in many companies part of this 
data is recorded separately in different sets of files. For example, the depre- 
ciation charges are sometimes listed separately in accounting department 
records, while the production department keeps another record showing 
the maintenance charges against individual machines. 

This maintenance record is important because it can be used to control 
maintenance expenditures and give essential information when new equip- 
ment purchases are being considered. If no control is established, a zealous 
maintenance department may spend large sums keeping an old machine in 
good repair. The same funds might be invested far more profitably in a 
late model machine which would minimize repair expense and give greater 
production efficiency. 

Instead of using file cards for keeping equipment records, some com- 
panies have found it more economical to use tabulating cards. Statistical 
data can then be quickly drawn from these cards in any form desired for 
management purposes. 

A limited survey just completed shows that some concerns do not find 
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it necessary to keep individual depreciation cards for each piece of equip- 
ment. For accounting purposes, equipment is grouped according to deprecia- 
tion rate classifications, and the depreciation charge is then made in a lump 
sum against the total asset value. If a question arises concerning the residual 
value of an individual machine, the figure can be readily computed by 
referring to the date of purchase and original cost. 


Practical Service Award Plans 


Question: Are employee awards for length of service worth while? What types 


of plans have proved practical? 


Answer: Service awards, i.e., some form of recognition of length of service, 
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seem to enjoy a general popularity which reflects their usefulness in the field 
of morale-building. In querying a group of our members recently on this 
subject, we noted only one instance where results of such a plan had been 
unfortunate. In this case the statement was made that it was not the service 
award in itself that proved unsatisfactory but that “collateral privileges 
accorded the veterans developed an attitude that seriously interfered with 
discipline.” This possibility is one which should be kept in mind, for it 
is readily conceivable how such laxness might arise and gravely damage 
morale. 


There is a great variety of plans in existence, most of them including 
some such insignia as lapel buttons or pins varying in value with the number 
of years of service. Awards of certificates are made in some cases, and of 
various sums of money. The highest award that has come to our attention 
is a bonus of $1,000 for 20 years of service, paid by the W. T. Grant Company 
department stores. Dinner meetings for the old-timers are often a feature 
of the plan, and awards of watches or other valuable tokens are made. 


Our correspondents on this subject declare that the younger employees 
are favorably impressed by such policies, as are the older workers to whom 
the awards are of more immediate interest. 


A few examples of service award programs follow: 


Deere & Company, Moline, Ill., has for a number of years awarded service pins 
to its employees. There has never been any change in the plan. A man receives his 
first award, a five-year pin, on the completion of five years of service. If he remains 
in the concern’s employ, this is exchanged for the same type of pin at the end of 10, 
15 and 20 years, the sole difference being in the numeral on the pin. For 25 years 
of service, the pins bear a ruby; for 30 years, two rubies; 35 years, three rubies. For 
40, 45, and 50 years, the pin is studded with three diamonds, the only difference being 
the numerals indicating the years. 

This plan applies throughout the organization, in both factory and branch houses. 
The employees’ interest in it has tended to increase as the plan has gained in years 


and prestige. 
* % * % 
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Goodyear Tire & Rubber Company, of Akron, awards pins to workers on the active 
list after five and up to 25 years of continuous service. In addition to the 25-year 


)- 


i- pin, an award of $100 is made to quarter-century employees. Holders of these pins 

Dp were organized in 1915 into the Goodyear Service-Pin Association, which administers 
the $100,000 Litchfield Fund for the Paul W. and Florence B. Litchfield Awards of 

il Merit, open to any eligible employee. 

y * * * * 


Hercules Powder Co., Wilmington, Del., awards service emblems with certificates 
of service for five-year periods, covering five to 25 years and over. 

The emblems vary in appearance only in the designation of five-year periods. The 
five-year pin is plain; the 10-, 15- and 20-year pins can be identified by the number 
of gold stars each carries. One star signifies 10 years; two stars, 15; and three stars, 
20. There is no mistaking the 25-year emblem—its four stars are diamond-studded. 

After a five-year emblem has been awarded to an employee, and the employee re- 
Ss ceiving it completes 10 years of service, he receives a 10-year service emblem in exchange 
for the five-year emblem. In like manner, exchanges and awards will be made until 
the employee receives a 25-year service emblem, which is his permanently. Pensioners 
are also awarded service emblems. 

Besides the emblems, employees receive certificates, signed by the president and 
sealed with a yellow, green, brown, red or blue ribbon, signifying respectively 5, 10, 
15, 20 or 25 years of service. Hercules emblems and certificates do not go beyond 
the 25-year mark. 

Interest in these emblems and certificates is high. Letters from employees and 
pensioners all express approval of this method of recognizing their service records. 

* * * * 

After an employee of the Meredith Publishing Co., Des Moines, has completed 
five years of service, he is given a watch, and after he has completed 25 years of service, 
he is presented with a solid-gold watch. In addition to the watches, a group insurance 
policy is maintained by the company for workers completing five years of service or 
more. On each employee’s fifth service birthday, he is given a $500 insurance policy, 
which is increased by $500 on every fifth service birthday after that. 
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Handling Stock Transfers 


Question: Is it general practice for companies to handle their own stock trans- 
fer work or is this done through banks? 

Answer: A’ great many large companies delegate their stock transfer work to 
banks or trust companies. There are a number of reasons for the use of this 
method. Where transfers of stock are numerous, the employment of a suit- 
able transfer agent relieves the corporate officials from the detail work and 
responsibility, minimizes the possibility of fraud or error in the issuance 
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of stock, and affords general safety and convenience. 

The most important factor in the matter, however, is the requirement 
of the New York Stock Exchange that companies listing securities with it 
shall maintain a transfer office or agency as well as a registry office, both 
in the Borough of Manhattan. Similar regulations are made by most of the 
other stock exchanges, based on the desirability of having transfers effected 
: as rapidly as possible. It is usually cheaper, therefore, for a corporation 
to pay a bank or trust company for this work than to maintain these two 
offices in the cities where its stock is listed. 

In cases where corporations already have offices in New York or the 
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other cities concerned, in which these transfer and registry offices may be 
included, the possible saving should be considered. The minimum fee for 
the work is $500, for which the agent will issue 500 certificates within 
the year and maintain 500 accounts. If the number exceeds 500, the charges 
are 35 cents per additional certificate and 35 cents per additional account. 
There are several large companies which perform this work in their own 
New York offices, presumably for reasons of economy. 





Survey of Bochs for Executives 





Machine Shop Training Course. 
By Franklin D. Jones. The Indus- 
trial Press, New York, 1940. Two 
volumes. 1026 pages. $6.00. 


This treatise covers both elementary 
and advanced machine shop practice. 
It is designed for shop courses, self- 
instruction, and technical or trade 
school use. Volumes I and II may be 
used independently, each covering 
about half of the subjects dealt with 
in the complete two-volume treatise. 

The first volume begins with funda- 
mental principles underlying all metal- 
cutting operations, and continues with 
various branches of lathe work, in- 
cluding single-point tool forms and 
tool grinding; speeds and feeds; cool- 
ing and lubricating fluids; and differ- 
ent screw thread standards, with a 
complete course on screw-thread cut- 
ting. Then follow the general applica- 
tion of turret lathes and automatic 
machines belonging to the lathe fam- 
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ily; drilling, reaming and boring, in- 
cluding precision jig boring; drill 
grinding; the use -of tolerances and 
allowances in interchangeable manu- 
facture; and, finally, the various types 
of measuring and gaging tools, with 
typical applications. 

The second volume deals with such 
subjects as tapping, thread cutting 
with dies, thread milling, thread grind- 
ing and thread rolling; planing prac- 
tice; milling, including the milling of 
irregular contours by reproducing the 
shape of a model; different systems of 
indexing; gear-cutting on milling 
machines; gear-cutting by generating 
methods, featuring the basic princi- 
ples; external and internal grinding; 
lapping, broaching, chipping, filing 
and scraping; tool steels and other 
metal-cutting materials; and the heat- 
treatment of tool steels. 


The complete treatise contains 1026 
pages. Questions have been used as 
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sub-heads throughout, followed by 
complete answers averaging about one 
page in length. All the material is ar- 
ranged in logical order. Definitions of 
330 shop terms in general use occupy 
48 pages at the end of Volume II, 
many terms used in the treatise and 
others likely to be encountered in 
mechanical work being defined briefly. 


Rival Unionism in the United 
States. By Walter Galenson. Amer- 
ican Council on Public Affairs, 
Washington, D. C., 1940. 317 pages. 
Cloth, $3.25; paper, $2.50. 


The author of this study divides the 
factors leading to rival unionism into 
three categories: first, those arising out 
of the objectives, organization, prac- 
tices and policies of trade unions them- 
selves; second, a group which would 
include those fostered primarily by 
employers; finally, certain omnipresent 
elements, such as race, nationalism and 
sectionalism. He sees three possible 
solutions to active conflict between 
unions: destruction of the weaker and 
its partisans reduced to the status of 
non-union workers; absorption and 
merger; a modus vivendi, short of out- 
right amalgamation, that would enable 
the unions to coexist harmoniously. 

“A common prelude to these eventu- 
alities,” he points out, “is a period of 
bitter warfare, waged by all available 
means. Every labor organization has 
at its disposal certain basic weapons of 
attack and defense that it may employ 
under these circumstances. Nationally 
affliated unions are advantageously 
situated in that the combined resources 
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of the larger aggregation may be sum- 
moned when the need arises. Finally, 
important unilateral aid may be ren- 
dered by employers, if they are so dis- 
posed.” 

The major portion of the study is 
given over to a close examination of 
the legal background of rival union- 
ism. The author considers experience 
and opinions in various jurisdictions, 
citing the decisions of the early labor 
boards, the state labor boards, and the 
National Labor Relations Board. 

He concludes that the original de- 
termination of the intricacies of rival 
unionism should not be left to equity 
judges who have generally “little more 
than a nodding acquaintanceship” with 
labor problems. He does not imply 
that there should be no right of ulti- 
mate judicial appeal, but before the 
courts are permitted to assume juris- 
diction over controversies, provision 
should be made for a careful sifting of 
facts by commissions of experts. 


He does not favor the removal of 
rival union disputes from the category 
of labor disputes over which the NLRB 
exercises jurisdiction. But, he says, 
“to compel an employer to bargain 
with the representatives of the majority 
of his employees when he is unable to 
obtain redress against the coercive de- 
mands of a rival minority is inequit- 
able. Regardless of the frequency with 
which such situations arise, there is 
an obvious need for rectification.” 

He suggests that a new section, there- 
fore, should be added to the present 
Act, declaring it unlawful for an em- 
ployee or labor organization to picket 
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or engage in other activities calculated 
to interfere with the employer’s busi- 
ness for one, year after certification of 
exclusive bargaining representatives. 
This section would not apply to such 


Mr. Galenson does not believe that © 
unification of the C.I.0. and the A.F.L. 
would eliminate rival unionism entire- 
ly. It would probably bring, he says, 
a wave of left-wing expulsions in its 


activities if they are carried out by 


wake similar to that which took place 
order of the certified representative. 


in 1927-1929. 





Briefer Book Notes 





PRINCIPLES OF INVESTMENT. By James C. Dolley. Harper & Brothers, New York, ~ 
1940. 460 pages. $3.50. Designed as a basic textbook for college courses in investments, ~ 
this volume brings together the essential information on investment theory and presents it ~ 
in well-organized fashion. In addition to the aspects of the subject usually covered in such 
texts, this work includes a section dealing with fraudulent securities, considerable material 


on security market practices and the regulation of security markets, and a discussion of the 
flotation of security issues. 


T.N.E.C. PAPERS OF THE UNITED STATES STEEL CORPORATION. Published 
by the United States Steel Corporation, New York, 1940. Three volumes. These volumes 
contain pamphlets and various charts submitted by the United States Steel Corporation to 
the Temporary National Economic Committee during the course of the hearings on the 
steel industry before that Committee, held at Washington, D. C., in November, 1939, and 
January, 1940. The books represent the work of a special group of economists organized 
for the purpose of studying various subjects pertaining to the United States Steel Corporation 
and to the steel industry in general. The data is all vital and of historical significance. 


RECENT AND PROSPECTIVE DEVELOPMENTS IN ACCOUNTING THEORY. By 
William A. Paton. Harvard University Graduate School of Business Administration, Boston, 
Mass., 1940. 20 pages. $1.00. A study of changes that have come in accounting theory and . 
practice. Professor Paton believes that the need of reform in accounting reports as a means 
of protecting investors is overemphasized. Losses of long-term investors are largely the 
result of business conditions, he says, and the effect of accounting on such conditions is 
not very great, while the Icsses of speculators are composed of a number of elements. 


TAX SYSTEMS. Edited by the Tax Research Foundation. Commerce Clearing House, 
Inc., New York, 1940. 408 pages. $8.75. A yearbook of legislative and statistical inforina- 
tion concerning taxes in all the states of the Union, Canada and other foreign countries. 
This eighth edition of the volume summarizes and classifies a wealth of essential facts 6n 
taxes. The figures are the latest available, reflecting all tax laws and changes enacted Sy 
Congress and the various states up to the time the volume was printed. Contains 250 charts, 
tables and statistical presentations. 


ACCOUNTING AND YOUR POCKETBOOK. American Institute of Accountants, New 
York, 1940. 16 pages. In s'mple dialogue style, this pamphlet describes accounting and 
auditing to the general public. Discusses such timely questions as the auditor’s responsi- 
bility, testing and sampling, internal check and control, and professional standards. 
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